Defined Contribution Plans
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How They Work

AARP
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You decide:
— Whether to join the plan

— How much to contribute (may be
matched by employer)

— How to invest
No guarantees

You can contribute up to $18,000
for 2017

— Plus $6,000 if age 50 or older

18




If You Leave Your Job

e |t can take up to 6 years to
“vest” in employer match

* |f balance is more than S5,000,
you can usually leave your
money in the plan

* Avoid tax penalty by rolling
your account balance into
another employer plan or IRA
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Preserve Savings for Retirement

 Ajob change may give you
the option to cash out your
retirement assets

e Cashing out during your
working years has two
consequences

. Makes it harder to
afford to retire

 Likely to pay income
taxes and penalties

~AARP
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Individual Retirement Accounts

e SEP-IRASs
e Roth IRAs
 Traditional IRAs

~AARP
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If You’re Self-Employed

e Self Employed Pension (SEP-IRA)

e Contribute up to 25% of
compensation

e Maximum for 2017 is $54,000
e Low administrative costs

e One short IRS form

~AARP
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Roth IRA

e After-tax individual retirement account

* Contribute after-tax dollars, but pay no
tax on gains when you withdraw them
at retirement

* Income limits phase out eligibility-

— $186,000 for couples and $118,000 for
individuals (2017)

AARP
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Traditional IRA

-
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Contribute before-tax money, and pay
taxes on contributions and gains
when you take the money out
— Same contribution limits as a Roth IRA,
but no income limit
Tax penalty if you take money out
before age 59%
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Review

Visualize your retirement

e Setyour financial goal

Factorin Social Security

e Know your retirement plans at work
 Consider individual retirement accounts

~AARP
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Ace Your Retirement!
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Ace Your Retirement!

www.aceyourretirement.orq

ACTION ITEM #3

Hi, I'm Avo™, your
Lielel Gleflzl Picture Yourself Post-Retirement
retirement coach.

Ready to get started?

Wouldn't it be nice to take a peek at what your life in retirement will be Like? By tallying up your
retirement budget now, you can start to get a picture of what your day-to-day life will be like —
and whether your budget will support the retirement you‘ve been dreaming of. After all,
retirement is just as much about grocery runs and doctor’s visits as it is about traveling the

world, or finishing your great American novel.

Remember: “A goal without a plan
is just a wish."” Figuring out your
retirement budget today gives
you time to make adjustments ko
what you're currently doing to
. help yourself save.
AARP
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http://www.aceyourretirement.org/

Discussion

B
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